
 

March 2010 

Hon. Dr. Wayne Mapp MP 

Minister of Research, Science & Technology 

Parliament Buildings 

Private Bag 18041 

WELLINGTON 6160 
 

Dear Hon. Dr Mapp, 
 

It is a pleasure to provide you with a paper from the Entrepreneurial Summit Research & 

Development (R&D) working group.  The paper is the result of input from members of the team 

representing Government, Business and Research Providers to provide practical and pragmatic ways 

& means to increase productivity from our existing R&D investment. 

The Entrepreneurial Summit, held in Auckland on 21 May 2009, had a theme of ‘100 entrepreneurs; 

100 ideas’ (http://www.entrepreneurialsummit.co.nz/), and was seeking either an idea to leverage 

the opportunities for New Zealand, or one that would be creating a competitive economy for future 

entrepreneurs. 

One of the top five concepts selected at the Summit for increasing NZ’s productivity and our global 

competitiveness was in Research & Development (R&D) commercialisation, with the R&D working 

group, supported by summit leaders, looking to find ways to increase the value captured by NZ from 

R&D investment through improved commercialisation. 

Our Key Recommendation is to introduce an Intellectual Property Office of New Zealand (IPONZ) 

targeted fee increase and use the additional revenue from IPONZ to create an Early Stage 

Innovation Fund, thereby providing ready access of funding up to $5m, the capital scale needed 

for start ups. 

The option would be fiscally neutral as the IPONZ additional revenue is not available now and its 

targeted use would therefore not impact on other budgetary requirements. 

It is important to emphasise that there is an opportunity to substantially increase productivity in 

New Zealand with better commercialisation of our investment in R&D. The benefits will include: 

improved collaboration, better cooperation amongst all stakeholders, and more efficient and 

effective commercialisation of the best ideas. 

We include with this letter a white paper entitled ‘New Zealand: Innovation & Success’, and a two 

page summary of the recommendations from this paper.  Minister, thank you for your interest in this 

activity and be assured there is strong support and willingness to be involved by members of the 

R&D working group. 

 

 

 
Maurice Boland    M.N.Z.M.,  F.Inst.D 

Chairman, R&D working group 
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EXECUTIVE SUMMARY 

 

The Entrepreneurial Summit, held in Auckland on 21 May 2009, had a theme of ‘100 entrepreneurs; 

100 ideas’ (http://www.entrepreneurialsummit.co.nz/), and was seeking either an idea to leverage 

the opportunities for New Zealand, or one that would be creating a competitive economy for future 

entrepreneurs. 

One of the top five concepts selected at the Summit for increasing NZ’s productivity and our global 

competitiveness was in Research & Development (R&D) commercialisation. 

Since the summit an R&D working group was formed to find, over the following 18 months, strategic 

and practical means to increase the value captured by NZ from our R&D investment, through 

improved commercialisation. 

The R&D working group, supported by summit leaders, have sought others to contribute their input 

into this process. The group was not seeking to duplicate any previous or existing efforts, and was 

after practical solutions that would deliver tangible results within this 18 month timeframe. 

It was agreed that the main purpose for this working group was to find means to increase the 

value captured by NZ from R&D investment through improved commercialisation. 

Recommendations are practical, short-term implementation focused and include: 

• Providing standard deal terms with Research Providers, such as Universities and CRIs 

• Separating research from commercial funds in grants, and 

• Increased focus on good governance 

 

Our Key Recommendation is to introduce an Intellectual Property Office of New Zealand (IPONZ) 

targeted fee increase and use the additional revenue from IPONZ to create an Early Stage 

Innovation Fund. 

The option would be fiscally neutral as the IPONZ additional revenue is not available now and its 

targeted use would therefore not impact on other budgetary requirements. 

 

“Innovation is something that should be pervasive in all aspects of business but it is particularly 

powerful in Research and Development.” 
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RECOMMENDATIONS 

 

The recommendations provided in each of the following sections are summarised in the table below. 

INTELLECTUAL PROPERTY 

• Increased transparency regarding what is actually available to industry from the University/CRIs - 

single IP register suggested 

• Reduction of tax rate on income derived from intellectual property rights 

• Intellectual Property Office of New Zealand (IPONZ) targeted fee increase and use of this for creation 

of an Early Stage Innovation Fund 

TECHNOLOGY DEVELOPMENT 

• Review the research funding system to allow more flexibility in research outcomes 

• Support networking initiatives to build scale across NZ whilst TTOs retain local one-to-one contact 

with researchers 

• Standard deal principles needed with Research Providers, such as Universities and CRIs 

• Maintain availability of Pre-Seed Accelerator Funds as commercial proof-of-concept to ensure early 

and continuous development of inventions from long term grants. Force “early” failure without 

jeopardising stability of research funding 

 

MARKET KNOWLEDGE 

• Educate entrepreneurs, scientists and engineers on commercialisation, market knowledge, and IP 

strategy – raise profile of funded programmes 

• More effectively use existing kiwi global networks to access market knowledge 

 

CAPITAL 

• Create an Early Stage Innovation Fund from additional revenue generated through IPONZ thereby 

providing ready access of funding up to $5m, the capital scale needed for start ups 

• FRST equity fund 

• Super funds to invest in VC as an asset class 

• Each $1 needs $9 for commercialisation needs to be reflected in our funding models 

 

ADDITIONAL RECOMMENDATION 

• Increased focus on good governance 

 

MEMBERS OF THE ENTREPRENEURIAL SUMMIT R&D WORKING GROUP 

Maurice Boland (Chair), Tenby Powell (Entrepreneurial Summit), Phil Norman (Nortek Management Services), 

Franceska Banga (NZVIF), Tim Jackson (Baldwins), John Cunningham (Ignition Partners), Will Charles 

(Uniservices), Mark Stuart (Waikatolink), Duncan Macintosh (Waikatolink), Peter Bradley (Qatalyst), Dorenda 

Britten (Designindustry), Ian Maxwell (Maxall Energy), Chris Lock (Enterprise North Shore), and Dr Claire 

McGowan (Commercialisation Advisors) 
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INTRODUCTION 

 

New Zealand is a renowned hotbed of innovation and our inventors, Research Institutes and 

Universities are recognised internationally for their creativity and smart thinking.  Innovation is the 

execution of great ideas and intellectual property (IP) is the recognised tradeable asset of these 

ideas.  IP is therefore the fuel for entrepreneurial ventures.  However, not every piece of IP is a 

business in its own right; it is often the collection of discrete pieces of IP (people, technologies, 

brands, market knowledge, and concepts) that is brought together by the entrepreneur to create 

the business venture. 

The Entrepreneurial Summit, held in Auckland on 21 May 2009, had a theme of ‘100 entrepreneurs; 

100 ideas’ (http://www.entrepreneurialsummit.co.nz/), and was seeking either an idea to leverage 

the opportunities for New Zealand, or one that would be creating a competitive economy for future 

entrepreneurs. 

One of the top five concepts selected at the Summit for increasing NZ’s productivity and our global 

competitiveness was in Research & Development (R&D) commercialisation. 

Since the summit an R&D working group has formed to find, over the following 18 months, strategic 

and practical means to increase the value captured by NZ from our R&D investment, through 

improved commercialisation. 

The R&D working group, supported by summit leaders, have sought others to contribute their input 

into this process. The group was not seeking to duplicate any previous or existing efforts, and was 

after practical solutions that would deliver tangible results within this 18 month timeframe. 

It was agreed that the main purpose for this working group was to find means to increase the 

value captured by NZ from R&D investment through improved commercialisation. 

Worldwide recognition as a trustworthy, high-integrity, innovative nation provides a competitive 

advantage for New Zealand.  Building on this foundation, greater transparency around the IP from 

our research organisations, ensuring we have funds available for commercialisation, and leveraging 

our global business and technology networks such as KEA, Beachheads, and NZBIO, we have an 

opportunity to actively collaborate, release local and international IP to entrepreneurs, and establish 

ourselves internationally as a leading nation in innovation. 
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INTELLECTUAL PROPERTY 

 

Background 

Intellectual property rights are about monopolies. The monopolies are intended to foster innovation 

but are restricted, generally in terms of either the monopoly scope or the duration of the monopoly. 

It is always a balancing act between the desire to reward innovation and the risk that the 

monopolies granted will stifle competition and innovation. 

Intellectual property is not just about registered rights such as patents, registered designs, and 

registered trade marks. In many cases it is unregistered rights, such as confidential information, 

trade secrets, and copyright, that are the most commercially relevant options. The intellectual 

property system must therefore be considered as a whole, as rights often overlap and can also 

simply arise out of use or the creative process. In other words, while registered rights can be readily 

identified and captured, unregistered rights are not so readily identifiable. This causes issues in 

terms of missed opportunities for the owners, and also in terms of the public's ability to be able to 

know what barriers exist to commercial opportunities. 

It is also important to note that the intellectual property system is global in nature as a result of a 

variety of multi-national agreements that have been ratified by most countries (such as The Berne 

Convention - copyright; The Paris Convention, & The Patent Co-operation Treaty ("PCT") - patents; 

and The Madrid Protocol - registered trade marks). Therefore it is not sufficient to look at 

opportunities created from an intellectual property systems of two individual countries without 

understanding how that is impacted on by the global environment. This is particularly so where one 

economy is far larger than another (e.g. New Zealand/Australia). 

The recent New Zealand Institute Discussion Paper 2009 "Standing on the Shoulders of Science" (1 

December 2009) refers to development of intellectual property and its commercialisation, both 

which are clearly an essential part of the innovation framework discussed in the Paper. 

The Discussion Paper also recognises that: 

"Diverse inputs are required – The inputs required in the ecosystem are varied and usually are not 

substitutable. They may include specialised equipment, scientific information, or market input. 

People in research units and businesses need to be able to access local and international networks to 

secure those inputs." 

"Specialised skills required – The skills required for successful commercialisation are quite specialised 

and take a long time to develop." 

The recent 2009 Australian review entitled "Powering Ideas - An Innovation agenda for the 21st 

Century" made a number of observations, including:  

“The function of the intellectual property system is to stimulate innovation. Patents, trade marks, 

copyright and other protections exist to give creators a reasonable chance of profiting from their 

investment in whatever it is they have created — typically by granting them an exclusive right to 
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exploit the creation for a specified time. The trick is to get the balance right: too little protection will 

discourage people from innovating because the returns are uncertain; too much protection may 

discourage people from innovating because the pathways to discovery are blocked by other 

intellectual property owners.” 

It is essential that we bridge the cultural divide that still separates the research and business 

communities. This will require adjustment on both sides. Researchers and business too often take an 

instrumental view of each other, expecting immediate answers to self-interested questions. 

 

 

    “CRIs and Universities need to be more transparent about the IP they have, to be 

honest the cost of trying to find this out is just too high. Perhaps a register of IP 

centrally available would be a good first step.” 

 

 

More recently, Commercialisation Australia has taken steps to drive innovation in Australia with a 

comprehensive set of funding options for innovative individuals, companies, and research groups 

(see: www.commercialisationaustralia.gov.au). This is specifically intended to assist in the 

commercialisation of intellectual property for the benefit of Australia. Such incentives present a real 

challenge to New Zealand's ability to retain its innovative individuals and companies. 

 

Recommendations 

The intellectual property system should be used aggressively to promote the ability of New Zealand 

based innovators to innovate in New Zealand and to be successful in international markets. It should 

be used to create a rights environment that protects the inherent strengths of a small distant 

economy while retaining access to the global intellectual property system. This is crucial for 

increasing options for returns on New Zealand generated intellectual property. New Zealand must 

however retain an intellectual property system that meets the requirements of TRIPS and that is 

acceptable to the wider international community. 

INTELLECTUAL PROPERTY RECOMMENDATIONS 

• Increased transparency regarding what IP is actually available to industry from the 

University/CRIs - single IP register suggested 

• Reduction of tax rate on income derived from intellectual property rights 

• Intellectual Property Office of New Zealand (IPONZ) targeted fee increase and use this for 

creation of an Early Stage Innovation Fund 

 

Inherent strengths of a small distant economy such as New Zealand includes an open innovation 

environment. This because most international applications for registered intellectual property rights 
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are not filed in New Zealand. This open innovation environment should be jealously protected as it is 

one advantage that larger economies, such as Australia, do not enjoy. 

Access to the global intellectual property system is essential for New Zealand innovators to be 

successful in international markets. This is not restricted to having access to the intellectual property 

systems of other countries via international conventions. It includes having the skill base in New 

Zealand to ensure that intellectual property rights are able to be obtained in other countries. New 

Zealand has the advantage of having an intellectual property skills base that has developed over the 

last 100 years based on the same fundamental requirements as the larger western economies. The 

ability of New Zealand registered patent attorneys to draft patent specifications that meet the 

requirements of New Zealand’s major target markets (USA, Europe, Australia, Japan) is a major 

advantage. Countries that do not have that tradition (eg Hong Kong, Singapore, Malaysia) are having 

to import that knowledge, including from New Zealand. The retention of this skill base in New 

Zealand should be encouraged.  

An aggressive use of the intellectual property system requires that New Zealand retains the 

advantages that it already has and looks to build on them. A pragmatic approach to trade 

relationships is required that will not result in New Zealand losing those advantages. 

 

1.  Increased Collaboration between Research and Industry 

As stated in the 2009 Australian review entitled "Powering Ideas - An Innovation agenda for the 21st 

Century": 

"It is essential that we bridge the cultural divide that still separates the research and business 

communities. This will require adjustment on both sides. Researchers and business too often take an 

instrumental view of each other, expecting immediate answers to self-interested questions. 

Researchers cold-call industry with their latest bright idea; businesspeople cold-call researchers with 

their latest problem. This is not collaboration. Collaboration is about building lasting relationships 

based on shared trust, shared goals, and shared respect for each party’s expertise." 

The same issues exist in New Zealand. This leads to a barrier in the ability to transfer technology out 

of the publicly funded research system, the Universities and the CRIs. 

The system of research funding should be reviewed to allow more flexibility in research outcome.  

This "push/pull" relationship between researchers and industry needs review. 

• "Push" - researchers too often follow their own views of industry needs without a clear 

understanding of commercial drivers. Thus the result of that research and innovation is 

"pushed" onto industry. The academic system has conflicting drivers that result in 

innovation being directed by funding issues rather than overall need. Researchers can be 

locked into projects due to funding requirements when the market demand has changed. In 

addition, there is the tension between the need for publication and the requirement of 

confidentiality in the patenting process in particular.  
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• "Pull" - industry has its own perceptions of interactions with researchers within the 

Universities and the CRIs. Smaller companies can find the system daunting and thus do not 

take advantage of opportunities. Larger companies, or those more educated in the 

research/innovation area, may view the relationship as risky, due to a perception that they 

will not be able to control the rights in any intellectual property that is created. 

Transparency regarding what is actually available to industry from the University/CRIs should be 

promoted. What industry thinks is available and what is actually available can be different things. 

This information relates to not only technology but also to the skills and intellectual capital available 

to industry. A single IP register is recommended to increase transparency across Government’s R&D 

investment. While actual technology advances may not be available for general review, improved 

communication about the intellectual capital available to industry via University/CRIs should be 

encouraged. 

 

 

    CRIs and Universities have to market their capabilities, do we really know what they 

are world class at.” 

 

 

2.  Reduction of tax rate on income derived from IP rights 

Using the tax system to drive innovation is one of the key features of a pre-Budget report recently 

released by the United Kingdom Government.  

 (http://www.telegraph.co.uk/finance/financetopics/budget/6767287/Pre-Budget-report-2009-the-

key-points-at-a-glance.html) 

The report says a corporation tax rate of 10% will be applied from April 2013 to income from patents 

(a so-called "Patent Box"). That compares with the current UK company tax rate of 28 percent. In 

common with New Zealand and Australian reports of a similar nature, the UK report again 

recognises that innovation is a key driver of productivity, and that an innovative economy will help 

keep the UK competitive in the global upturn. The Patent Box is intended to strengthen the 

incentives to invest in innovative industries and ensure the UK remains an attractive location for 

innovation. The UK Government says that it will consult with business on the detailed design of the 

Patent Box, which will apply to patents granted after the legislation is passed. The Patent Box type 

approach is not new. Belgium, for example, introduced a maximum effective tax rate of 6.8% on 

patent income from the 2008 tax year.  

The New Zealand Institute Discussion Paper 2009 "Standing on the Shoulders of Science" referred to 

the OECD observation that "...there is a risk of R&D tax competition among countries…". Strictly 

speaking, the Patent Box initiative may not be an R&D tax incentive, but it will undoubtedly 

encourage R&D and retention of ownership of patent protected intellectual property in the UK.  

The New Zealand Government has recently removed R&D tax incentives for New Zealand 

companies. It may be time for that stance to be revisited and options such as the UK's proposed 
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Patent Box approach introduced. We suggest that the incentive not be restricted to patent 

protected intellectual property but be extended to income derived from any identifiable 

intellectual property right.  This will provide incentives for those in the industrial design sectors, for 

example, to remain in New Zealand.  

 

3.  Intellectual Property Office of New Zealand (IPONZ) Fee Increase and 

Creation of Early Stage Innovation Fund 

There is a clear opportunity for IPONZ to contribute considerably more to generation of 

international revenue for the benefit of the New Zealand taxpayer. This is particularly so as the 

majority of New Zealand patent applications that actually proceed through the New Zealand patent 

process (provisional patent applications are not examined for example) are filed by overseas 

applicants.  

An interesting point to consider is that the international applicants do not pay GST (it is zero rated) 

in New Zealand on their official fees. Local applicants in contrast must pay GST. This in itself appears 

inequitable. At the moment, Australian applicants into New Zealand have the benefit of low 

application and processing fees while New Zealand applicants into Australia must pay much higher 

fees. The situation with respect to most other countries is equally unbalanced. 

Most of the IPONZ fees that were in place for various processing matters have been removed (this 

occurred some time ago). As a result, IPONZ's fee generation ability has been markedly reduced. 

The IPONZ Annual Report 2009 records the revenue generated to 30 June 2008 from patent 

activities only to be NZ$6,152,000. Total revenue (patents, designs, trade marks and misc.) was 

NZ$13,946,000. IPONZ recorded an overall surplus of NZ$2,423,000. 

Simply by: increasing patent filing fees; introducing a request for examination plus associated fee; 

introducing yearly maintenance fees and renewals fees; introducing additional procedural fees 

(excess claim fees, excess page fees); re-introducing procedural fees (extensions of time fees, change 

of name fees, assignment fees…); the international revenue generated by IPONZ in the patents area 

only could be readily increased. These fee options are in line with those required by IPAustralia for 

example, amongst other Intellectual Property Offices. Options will also exist in other areas of IPONZ 

business such as registration of trade marks and designs. 

This additional fee burden could be softened for local New Zealand applicants by introducing a 

distinction between a "large" and a "small" entity applicant. A small entity could be based on the 

definition of a New Zealand SME and could have significantly reduced fees applied. A small entity 

could also include individual applicants and Universities. This type of distinction is already applied in 

the USA and Canada for example. 

This may also require the Government to view IPONZ's role somewhat differently than it has in the 

past. However, whichever way the fee generation is looked at, IPONZ clearly has the ability to 

generate a considerable on-going revenue stream from international sources.  
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We recommend that this revenue be specifically directed to assistance for early stage innovation 

in particular. The option would be fiscally neutral as the additional revenue is not available now 

and its targeted use would therefore not impact on other budgetary requirements. 

The Patents Act 1953 is currently under review.  We recommend that the new Act include options 

for additional fee generation and/or such matters be addressed in the regulations as appropriate. 
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TECHNOLOGY DEVELOPMENT 

 

Background 

To generate more traction in the rapid transfer of inventions from the Research Institutions to the 

private sector – whether this is via a license to an existing company or a license to a new company 

(spin-out) several important points have been noted by the R&D working group.  

 

Recommendations 

The key recommendations for this section are provided below. 

TECHNOLOGY DEVELOPMENT RECOMMENDATIONS 

• Review the research funding system to allow more flexibility in research outcomes 

• Support networking initiatives to build scale across NZ whilst TTOs retain local one-to-one 

contact with researchers 

• Standard deal principles needed with Research Providers, such as Universities and CRIs 

• Maintain availability of Pre-Seed Accelerator Funds as commercial proof-of-concept to 

ensure early and continuous development of inventions from long term grants. Force “early” 

failure without jeopardising stability of research funding 

 

 

To run effective Technology Development and Transfer offices, independent early voice of market 

and best-practice stage gate processes are required and this requires scale.  This is currently only 

present in a number of NZ institutions.  Therefore, better connectivity and visibility between the 

Research Institutions, particularly at investment and stage gate committees should be encouraged 

and supported. UniServices and Waikatolink have already begun the process of implementing this 

between their organisations. 

Face-to-face contact with researchers on a day-to-day basis is critical for encouraging and bringing 

inventions from institutions.  There are, however, some things which can operate on a shared 

service model (opportunity definition, IP management, investment management and access to 

networks). 

The ability to promote this information can be compromised by confidentiality requirements but 

efforts to bridge this divide should be made. A start has already been made with steps taken to 

create a University "best practice" intellectual property relationship guideline for distribution to 

industry. 

 

    “NZ should be willing to provide grants to world class scientists and entrepreneurs 

who are willing to relocate to New Zealand to establish their companies.” 
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The devolved nature of any Pre-Seed Accelerator Funds is very important to the encouragement of 

academics to engage in the commercialisation process.  It also allows very timely commercial 

interventions (in the form of market proof of concept experiments and market validation) by the 

Technology Transfer professionals that do not “threaten” the integrity of a larger grant or research 

project.   

The “debate” about spin-out vs. licensing (what’s best) is invalid and a barrier to effective transfer.  

There are rational and well understood decision processes for determining which path to market is 

appropriate for particular technologies. 
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MARKET KNOWLEDGE 

 

Background 

 New Zealand’s challenge is aiding companies to move beyond short term cost and efficiency drivers 

and begin to embrace value creation strategies.  We need to encourage the flow of new ideas but 

better evaluate them against the organisation’s strategic vision, future customer needs and 

company resources, enabling it to capitalise on local and global opportunities.  

Generally organisations need to focus more on understanding stakeholder and end user needs, 

reducing isolationism, increasing interactions with external sources of input, and keeping the 

creative process open in the design phase, thereby avoiding making assumptions and costly early 

conclusions. 

Some organisations tend to be ‘left-brain dominated’ and their design processes are stifled by over-

analysis, risk-aversion and a lack of creativity.  Others tend to be ‘right-brain dominated’ and their 

design processes are limited by a lack of quality, inconsistency and opportunism. Bringing these two 

thinking styles together early means better chance of early identification of opportunities and 

challenges. 

So often in New Zealand entrepreneurs and innovators have great ideas and tremendous personal 

energy, but not the ability or determination to commercialise their ideas into sustainable businesses. 

That is an entirely different skill set and contrary to popular culture rarely embodied in the one 

person. Successful, innovative companies are a balanced fusion of the left-brain ‘rationals’ and the 

right-brain ‘creatives’. 

 

Recommendations 

Research organisations should be encouraged to develop greater capacity for understanding the 

mind of the customer; that is, identifying future market needs, managing diversity of input and 

understanding context.  These are the types of design-focused skills that the scientist (or the science 

manager) must become increasingly skilled in.  If you want to interact with the market and woo it 

effectively, you must speak its language and meet its needs on time. 

 

MARKET KNOWLEDGE RECOMMENDATIONS 

• Educate entrepreneurs, scientists and engineers on commercialisation, market knowledge 

and IP strategy – raise profile of funded programmes 

• More effectively use existing kiwi global networks to access market knowledge 

 

 

Many NZ companies have attempted to take product to the large corporate (e.g. General Motors) 

and failed. A clearer understanding of the supply chain and the identification of the tier 2 or 3 
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suppliers increases the chance of success. Many NZ companies have good overseas networks and 

some method of sharing parts of these networks for NZ Inc would be useful and increase the 

chances of commercial success.  

 

 

    “I think we need to better access Kiwi's global network. Particularly there are many 

ex-pat Kiwis back in NZ with huge networks of contacts around the world and also ex-

pats who are STILL overseas. Make them the advocates for NZ R&D & innovation.” 

 

 

Science research organisations need to come to terms with the skills and potential they possess and 

look for a match in the marketplace. They must learn to connect with the customers of the future 

and not be driven by an individual’s good idea that might meet a perceived and current need. This 

requires not huge injections of funding, but a culture change and a thinking change. 

Support should be given to education programmes for all those involved in the innovation process 

from the innovators themselves, to governance of innovative companies, and also to advisors in the 

innovation area. This could include articles in magazines on basic intellectual property issues, 

inclusion of intellectual property issues in director education programmes, and encouragement of 

advisors to upskill in intellectual property areas of importance to New Zealand business. 

Encouraging attendance and raising the profile of Government-funded programmes such as the 

Escalator Investment Ready Service is recommended. 

Some criteria for measuring how well customer and stakeholder needs have been understood might 

well be incorporated into science and technology funding processes. 

Key points for consideration: 

• better use of new Zealand’s capabilities and resources rather than a continuing focus on 

more funding and buildings 

• Early and multi-disciplined idea evaluation rather than wasting time and resource 

• Developing new thinking frameworks to attract and retain young scientists and 

technologists, accustomed as they are to greater information access and connectedness 

• The development of brand NZ over time by delivering extraordinary products and services 

to the world that will speak of our intrinsic values and problem solving skills 

 

 

    “There is a lack of transparency in regard to the large amount of capital that has gone 

into R&D over the last 20 or so years, and the Innovation, Industry value, Economic 

growth/wealth creation that has resulted. We should be able to cite industries that have 

strengthened, companies that have grown, new technologies that have emerged, 

discoveries that have been made, scientific endeavours that has been advanced.” 
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CAPITAL 

 

Background 

Most Universities worldwide do not have the capital resources to develop much of the intellectual 

property originating within their faculties.  In many cases, Government funded research 

organisations suffer from the same constraints.  This capital shortage limits the rate at which 

innovation can be commercialised and, as a result, opportunities to create economic benefits are 

foregone.  As a consequence, it has now become common practice for Universities and research 

organisations to seek collaborations with private sector capital providers to address this capital 

shortage. 

In contrast, capital available for NZ technology companies has expanded in the last decade and been 

helped by NZVIF and SCIF and the setting up of angel groups to pool resources and advance some 

portfolio investment. These, and other initiatives have all helped direct more capital at businesses.  

However, there is still a gap for early stage and start up companies and this has been exacerbated 

over the last 2 years with the financial crisis, with the consequence of companies seeking offshore 

alliances, or selling IP to survive. This gap in the capital market will limit the ‘seedling companies’ 

that will become the future corporates in NZ. Rakon, Navman, and Tait all started as small 

companies and have grown to be significant NZ employers and earners of export dollars. They all 

struggled through the lack of capital in their early stages. The question asked by the R&D working 

group was “is there a better way to reduce this barrier to growth so that owners and managers can 

grow the companies faster?” 

 

Recommendations 

In New Zealand, Universities and CRIs suffer from the same capital constraints.  Government grant 

funding is typically used to fund basic research and proof of concept projects and, mostly in the case 

of the Universities, this is augmented by money from angel investors and venture capitalists when 

there is evidence that projects have commercial potential.  The quantum of external capital from 

these sources is, however, limited as angels have restricted financial capacity and most New Zealand 

venture capital firms have currently all but exhausted their supplies of capital. 

The local market is also characterised by a very fragmented approach to capital provision, with each 

University attempting to source external funding to support projects they consider worthy.  This 

approach is highly inefficient and inappropriate for a small country like New Zealand.  A nationally 

coordinated approach is now needed to drive scale economies into the system and attract the more 

sophisticated and patient capital that is required to service the needs of this sector in the long-term. 
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CAPITAL RECOMMENDATIONS 

• Create an Early Stage Innovation Fund from additional revenue generated through IPONZ, 

thereby providing ready access of funding up to $5m, the capital scale needed for start ups 

• FRST equity fund 

• Super funds to invest in VC as an asset class 

• Each $1 needs $9 for commercialisation needs to be reflected in our funding models 

 

 

1. Creation of an Early Stage Innovation Fund 

In 2008 the Trans-Tasman Commercialisation Fund (TTCF) was formed by a collaboration of the 

University of Auckland with four Australian Universities (Monash University, The University of 

Adelaide, Flinders University and The University of South Australia). The TTCF attracted $A30 million 

investment from the West Australian Superannuation Fund (Westscheme) to support the 

commercialisation of early-stage IP from this group of five Universities.  The State Governments of 

Victoria and South Australia and New Zealand Trade & Enterprise have also contributed $A3.3 

million, in aggregate, to the operating costs of the TTCF, spread over five years.  The New Zealand 

Government has, in addition, accredited the TTCF under its Seed Co-investment Fund (SCIF) 

programme, providing TTCF investee companies with access to a further capital allocation of $NZ4.0 

million (and potentially up to $NZ8.0 million). 

Our recommendation is that an Early Stage Innovation Fund structured on the existing TTCF 

funding model should be embraced for all New Zealand Universities and relevant CRIs with the 

capital of say $20 million per annum for five years, provided through additional revenues generated 

by recommended targeted fee changes within IPONZ.  After 5 years the situation is suggested to be 

reviewed on the basis of success and ongoing need. 

The option would be fiscally neutral as the IPONZ additional revenue is not available now and its 

targeted use would therefore not impact on other budgetary requirements. 

The TTCF model is based on a number of similar University/research organisation/private sector 

collaborations, which have been operating successfully in Australia over the last decade.  

Implementation could be via an extension of the existing TTCF to include additional organisations 

and one or more capital providers (the Fund structure allows for this), or the model could be cloned, 

or managed through NZVIF. 

It is estimated that the aggregate research footprint of all New Zealand Universities and CRIs, 

excluding the University of Auckland, is approximately $500 million per annum; thus the volume of 

available IP is at a level to be attractive to an institutional investor.  

This approach would also offer Government the opportunity to earn a return on this capital through 

exits of ventures assisted by the proposed new Fund, albeit this return is likely to be modest.  It 

would also offer a way of rewarding academic staff through equity carries into their projects and 

thus increase their motivation to commercialise IP, rather than simply undertake the research and 

then publish the results of that research. 
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Other potential sources of capital for the proposed Fund include the New Zealand Superannuation 

Fund.  However, we believe that the Super Fund’s Guardians are not currently of a mind to allocate 

capital to this asset class so its involvement would probably need some form of Government 

direction or underwrite of the downside risk associated with such a capital allocation (see further 

recommendation below).  Australian superannuation funds are also potential providers of capital. 

All New Zealand Universities and CRIs would be offered the opportunity to participate in the new 

national Fund but would not be expected to contribute to the capital pool.  They may, however, be 

asked to make a contribution to the Fund’s annual operating overheads. 

The proposed Fund would access IP from New Zealand Universities and CRIs on a “non-exclusive first 

right of review” basis, which would mean that the Fund would get the first look at all IP originating 

from within those institutions.  If the Fund then elected not to invest in a particular project, the 

institution from which the IP emanated would be free to seek investment capital from any other 

source it chose. 

The Fund would be structured along traditional venture capital lines with a Governance Board of 

Trustees providing oversight of the capital pool and a management company providing portfolio 

management services.  Investment proposals would be prepared by participating Universities and 

CRIs and submitted for technical and commercial evaluation by an investment committee made up 

of members of the management company and suitably qualified independent parties.  NZVIF could 

potentially play a role in the governance of the Fund – it is already managing a Government equity 

fund and possesses relevant experience. 

 

ADDITIONAL RECOMMENDATION 

• Increased focus on good governance 

 

 

The establishment of the Fund would not be difficult and it could be done relatively quickly once a 

source of capital is identified as existing vehicles such as TTCF or NZVIF already exist.   

 

Key Benefits 

• Access to private sector capital will accelerate the rate at which University and CRI IP can be 

commercialised and lead to the establishment of more spin-out businesses, which will generate 

economic benefits, including the creation of additional jobs 

• A single Fund designed to serve the needs of all New Zealand Universities and CRIs will drive 

financing and commercialisation efficiencies into a sector that is now highly fragmented 

• Coordination of IP through a single channel will assist with transparency and collaborative 

research opportunities 

• Equity capital, rather than grant funding, offers the potential for commercial returns for the 

providers of the equity and also allows for equity-linked rewards to be made available to 

academic staff to increase the motivation to commercialise IP they originate 
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• Private sector personnel experienced in the commercialisation of early-stage IP will operate the 

Fund.  This experience and know-how will increase the probability of successful outcomes for 

funded ventures 

• The creation of new spin-out businesses will drive additional contract research back into the 

Universities and CRIs as these new companies continue to develop the offerings based on their 

core IP 

• Additional deal flow will be generated for the commercial venture capital firms in New Zealand 

as ventures initially funded by the proposed Fund seek second round funding.  This will have a 

positive impact on the VC eco-system 

 

2. FRST form an equity fund that could grow, or be replenished with 

liquidity events 

A portion of substantial FRST grants (for example, those provided over $2m) are suggested to be 

repaid upon contracted milestone success.  This would be a shift from non repayable grants, but 

could give fund that is supplemented as returns come from companies that sell offshore, or list. Any 

system would need to provide incentives to companies and returns to FRST, but would give some 

leverage to funds invested through FRST. 

 

3. Super funds to invest in VC as an asset class 

The actuaries that advise the funds would need to include VC as an asset allocation. Fifteen years 

ago the actuaries considered that there were not enough VCs in NZ to form an asset class. The 

number of VCs has expanded, but the actuaries have not included it as an asset class. Hence super 

funds – both private and Government struggle to invest within their actuarial advice. 

Some pressure on the actuaries may cause alignment with Australia, where 5% of a super fund can 

be invested in venture capital, which provides funds for venture capital managers. 

 

Both of these initiatives would provide capital that could be used by companies as the 50% balance 

for other funds.  

 

 

    “R&D is an essential component of the innovation value chain but this value chain is 

only as strong as the weakest step. In NZ the commercialization phase is often the 

weakest step due to a severe shortage of risk financing.” 
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SUMMARY 

 

New Zealand innovators need to have the ability to benefit from the commercial and IP options that 

are available to them. This requires an understanding of what those rights are, how they can 

captured, and how they be used to create value. 

This paper is the result of input from members of the team representing Government, Business and 

Research Providers to provide practical and pragmatic ways & means to increase productivity from 

our existing R&D investment. 

 

Our Key Recommendation is therefore to introduce an Intellectual Property Office of New Zealand 

(IPONZ) targeted fee increase and use the additional revenue from IPONZ to create an Early Stage 

Innovation Fund thereby providing ready access of funding up to $5m, the capital scale needed for 

start ups. 

That said, all recommendations in this paper provide a means to increase productivity.  It is 

important to emphasise that there is an opportunity to substantially increase productivity in New 

Zealand by better commercialisation of our investment in R&D across the board. The benefits will 

include improved collaboration, better cooperation among all stakeholders, and more efficient and 

effective commercialisation of the best ideas. 

Worldwide recognition as a trustworthy, high-integrity, innovative nation provides a competitive 

advantage for New Zealand.  Building on this foundation, greater transparency around the IP from 

our research organisations, ensuring we have funds available for commercialisation, and leveraging 

our global business and technology networks such as KEA, Beachheads, and NZBIO, we have an 

opportunity to actively collaborate, release local and international IP to entrepreneurs, and establish 

ourselves internationally as a leading nation in innovation. 
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APPENDIX 

Prime Minister, John Key, “Statement in Parliament” 

Tuesday 9th February 2010 

QUOTES: 

“New Zealand’s future economic performance depends to a large extent on generating and using 

new ideas”. 

 “The challenge for New Zealand is getting more of our firms using science, research and technology 

to deliver more valuable products and services which in turn allows them to succeed in competitive 

export markets and to create new and better paid jobs for New Zealanders”. 

 “Never the less, Science and Innovation and how they can underpin business opportunities, are so 

important for this Government that we have made this area a priority for new spending in this year’s 

Budget, with a focus on boosting Business research and science capability”.  

 

GENERAL COMMENTS: 

Very positive and welcome emphasis on the importance of Research, Science & Technology for the 

economic growth of New Zealand. 

We have an opportunity to adopt a strategic direction that will allow for: 

• increases in the commercialisation of the best ideas from our R&D funding, 

• encourage collaboration and cooperation among all stakeholders, 

• attract and motivate talented educators and students to science and business, and 

• introduce marketable new proprietary products and services that will substantially increase 

productivity. 

We encourage the Government to take heed of the recommendations from the Entrepreneurial 

Summit Research & Development working group, which is representative of Government, Business, 

and Research Providers with priorities in intellectual property, technology development, market 

knowledge and capital, to bring substantial increases in economic growth to fruition. 
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